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METHODS AND STANDARDS
FOR ESTABLISHING PAYMENT RATES 
OTHER TYPES OF CARE 

6. Payment for prescribed drugs 


Payment for compensable drugs is made on the basis of the lowest 

of the following: 


Maximum Allowable Cost (MAC), for state selected products

plus a dispensing fee. The State Maximum Allowable Cost 

(SMAC) is established for certain products which a Food 
and Drug Administration (FDA) approved generic equivalent.
The are two calculations done for *each product. The first 
is.unit Average Wholesale Price (AWP) minus 15% and the 
second is unit Wholesale Acquisition Cost (WAC) plus 12%. 
For each product, the lower value is to be considered. The 
median value of the "lower of" or 'lesser ofI' values then 
becomes the SMAC price 

Multiple source drugs. Multiple source drug means a drug

marketed or sold by two or more manufacturers or labelers 

or a drug marketed or sold by the same manufacturer or 

labeler under two or more different proprietary names or 

both undera proprietary name and without such
a name. 


Brand Necessary Certification. A prior authorization will be required

for brand necessary certification. The Brand Necessary Certification 

applies to the CMS Upper Limit and State Maximum Allowable Cost (SMAC)

products. 


(111) 	 The Estimated Acquisition Cost (EAC). The EAC means the 

Agency's of and
bestestimatethepricegenerally

currently paid by providers for
a drug marketed or sold by 

a particular manufacturer or labeler in the package size 

of drug most frequently purchased by providers. The EAC 

to be used for the purchase
of prescription drug products

is established at a percentage of the Average Wholesale 

Price (AWP) as defined by the Agency's pricing resource. 

The percentage discount of the AWP is minus
12%. 


(IV) 	 The provider's usual and customary charges to the general

public. The usual and customary charge will. be a single

price which includes both the product and the dispensing

fee. 


After public hearings which considered dispensing fee surveys, usual 

and customary charge surveys and appropriate inflationary indices, the 

Agency'sRatesandStandardsCommitteehasapproved a maximum 

dispensing fee not to exceed
$4.15. 
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